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SUMMARY  OF  RECOMMENDATIONS 


Page 


Seek  the  legislation  necessary  to  have  interest  and 
income  money  distributed  on  the  same  basis  as  state 
equalization  aid  moneys.  11 

Seek  legislation  to  allow  the  Superintendent's  Office 
to  set  uniform  standards  for  determining  school 
isolation  status  and  have  applications  for  isolation 
submitted  through  the  Superintendent's  Office  for 
final  approval.  15 

Seek  legislation  to  make  the  census  laws  consistent 

with  the  minimum  wage  laws.  16 

Develop  guidelines,  criteria,  comparative  techniques, 
and  standard  forms  for  the  analysis  of  pupil  trans- 
portation alternatives.  24 

Seek  a  policy  determination  from  the  State  Board  of 

Education  to  provide  that  school  districts  periodically 

evaluate  their  pupil  transportation  programs  in  terms 

of  the  alternatives.  24 

Seek  legislation  to  amend  Section  75-7019,  R.C.M.  1947, 
to  delete  the  number  of  pupils  transported  as  a  con- 
sideration in  the  computation  of  individual  transportation 
reimbursements  and  adopt  a  straight  rate  per  mile  as  the 
basis  for  reimbursement.  28 

Review  the  present  isolation  guide  to  identify  its 

inadequacies  and  determine  more  proper  criteria.  31 

Develop  a  schedule  for  promulgation  by  the  State  Board 
of  Education  which  establishes  mandatory  criteria  for 
providing  isolation  payments.  31 

Contact  the  Attorney  General's  Office  to  obtain  assurance 

that  the  criteria  established  conforms  to  the  statutes.  32 

Implement  a  systematic  review  and  evaluation  of  the 
contracts  submitted  by  the  school  districts  to  assure 
that  the  isolation  criteria  is  being  followed.  32 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  and  evaluated  certain  activities  of  the  Office  of 
the  State  Superintendent  of  Public  Instruction  relating  to  state  financial 
assistance  provided  for  elementary  and  secondary  education  in  Montana.   The 
specific  activities  were  the  school  foundation  program  and  the  pupil  trans- 
portation program.   Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and,  accordingly,  included  such  auditing  pro- 
cedures as  we  considered  necessary  in  the  circumstances. 

Our  examination  included  a  limited  test  of  transactions,  a  compliance 
audit,  and  an  evaluation  of  selected  aspects  of  the  administration  and 
operations  of  the  two  programs  as  outlined  in  the  table  of  contents  of 
this  report. 

The  report  includes  our  comments  and  recommendations  resulting  from 
our  examination  of  the  two  programs.   The  recommendations  presented  in  this 
report  are  directed  to  the  State  Superintendent's  Office  because  it  is  the 
administrative  agency  responsible  for  the  pupil  transportation  program 
and  calculation  and  distribution  of  foundation  program  money,  along  with 
general  administrative  duties  set  out  in  foundation  program  laws. 

Since  the  matters  presented  in  this  report  also  affect  the  administra- 
tion and  operation  of  the  school  districts,  we  are  forwarding  copies  of 
the  report  to  the  Montana  School  Board  Association. 

We  submit  the  following  comments  and  recommendations. 
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COMMENTS 
THE  FOUNDATION  PROGRAM 

The  foundation  program  in  Montana  is  a  formula  system 
through  which  state  and  county  financial  assistance  is  provided  to  school 
districts.   The  purpose  of  the  foundation  program,  according  to  Section  75- 
6901,  R.C.M.  1947,  is  to  assess  the  financial  need  of  school  districts  and, 
on  the  basis  of  that  financial  need,  provide  state  and  county  financial 
assistance  as  a  means  of  guaranteeing  elementary  and  secondary  pupils  an 
equal  opportunity  to  achieve  a  basic  education. 

The  foundation  program,  which  was  adopted  in  Montana  in  1949,  is  almost 
completely  delineated  in  state  law.   Chapter  69  of  Title  75,  R.C.M.  1947, 
defines  the  foundation  program  and  prescribes  in  27  sections  of  law  just 
what  the  foundation  program  is,  as  well  as  the  procedures  necessary  to 
make  it  work.   When  the  statutes  are  considered,  there  is  very  little 
latitude  allowed  either  the  Superintendent's  Office  or  school  administrators 
in  the  application  of  the  school  foundation  program. 

The  foundation  program  serves  a  two-fold  purpose.   It  not  only  sets 
minimum  limits  upon  what  a  school  district  can  spend  in  the  maintenance 
and  operation  of  schools,  but  also  establishes  the  method  and  amount  of 
financial  assistance  to  be  provided  by  the  state  and  counties.   The  limits 
upon  how  much  a  school  district  can  spend  without  a  vote  of  school  district 
residents  (referred  to  as  the  maximum  permissive  budget)  are  established 
upon  consideration  of  the  average  number  of  students  belonging  (ANB)  to 
the  school  district  on  the  basis  of  attendance  records.   The  statutes 
prescribe  schedules  and  financing  priorities  which  are  used  in  conjunction 
with  the  ANB  to  set  the  maximum  permissive  budget  for  school  districts. 
Eighty  percent  of  the  maximum  permissive  budget  is  financed  by  the  founda- 
tion program,  and  the  remaining  twenty  percent  by  school  district  property  taxes. 
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The  general  composition  of  the  school  general  fund  budget,  maximum  permissive 
budget,  and  foundation  program  is  illustrated  by  the  following  chart,  which 
should  be  read  from  bottom  to  top,  i.e.,  the  lower  fund  sources  are  exhausted 
first  in  determining  the  need  for  financing  from  the  next  higher  source: 


District  Voted 
Levies 


District  Permissive 
Levies 


County  Deficiency  Levies 


State 
Equalization 
Aid 


County 
Equalization  Aid 
(Elementary  -  25  mills) 
(Secondary  -  15  mills) 


Trust  Interest  &  Income 
(Elementary  Only) 


Total  School  General 
Fund  Budget 


Maximum  Permissive 
Budget 


^Foundation  Program 
(80%  of  Maximum 
Permissive  Budget) 


Under  state  law,  school  districts  are  allowed  to  supplement  the 
maximum  permissive  budget  with  money  derived  from  additional  property 
tax  levies,  which  require  voter  approval.   Additional  property  taxes  also 
result  when  the  projected  state  portion  of  the  foundation  formula  is  not 
adequately  financed  by  state  appropriations.   However,  there  is  nothing  in 
the  law  that  requires  the  state  to  fully  finance  the  foundation  program  from 
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state  sources.   What  the  law  requires  is  that  the  state  provide  for  full 
financing  from  state  and  county  sources  which  are  estimated  by  the  Superin- 
tendent's Office  and  other  state  agencies.   When  the  projected  state  level 
is  not  met  by  subsequent  state  appropriations,  a  deficiency  (state  deficiency) 
occurs  which  is  compensated  for  by  additional  property  taxes  at  the  county 
level.   The  following  table  depicts  the  relative  amounts  and  sources  of  the 
total  general  fund  budget  for  schools  in  Montana  during  the  1971-72  fiscal 
year . 


Description 

School  District  Financing: 
Voted  Levy 
Permissive  Levy 

Total  School  District 

County  Financing: 
Deficiency  Levy 
Mill  Levy 
Other  Sources 
Total  County 

State  Financing: 

State  Equalization  Aid: 
State  Income  Tax 
Corporation  License  Tax 
U.  S.  Oil  &  Gas  Royalties 
General  Fund  Appropriation 
Subtotal 
Trust  Interest  and  Income 
Total  State 

Total  School  District 
General  Fund  Budget 


Total 


$  25,470,000 
21,590.000 


Elementary    Secondary 


47,060,000  $28,980,000  $18,080,000 


5,050,000 

36,750,000 

1,400,000 


43,200,000   27,060,000   16,140,000 


15,160,000 
2,850,000 
1,220,000 

17,580,000 


36,810,000   20,280,000   16,530,000 


6,940,000    6,940,000 
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43,750,000   27,220,000   16,530,000 
$134,010,000  $83,260,000  $50,750,000 


Source:   State  Superintendent's  Data  Processing  printouts.  Elementary  and 
High  Equalization  Aid,  and  State  Superintendent's  Report  Basic 
Educational  Funding  Methodology. 

The  foundation  program  laws  require  that  the  counties  must  levy  a 

specified  tax  (25  mills  for  elementary  districts  and  15  mills  for  secondary 

districts)  in  order  to  receive  state  equalization  aid.   If  a  county  levies 
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25  mills  for  the  elementary  districts  and  the  amount  of  revenue  raised,  plus 
interest  and  income,  does  not  fully  finance  the  foundation  program,  then  state 
equalization  aid  is  applied. 

As  previously  mentioned,  a  failure  of  the  state  to  fully  finance  the 
state  share  of  the  foundation  program  results  in  a  state  deficiency  which 
is  compensated  for  by  additional  county  property  taxes.   Since  the  foundation 
program  was  enacted  in  1949,  there  have  been  only  seven  years  in  which  the 
state  appropriation  equaled  the  projected  state  share  of  the  foundation 
program.   In  the  remaining  17  years,  the  state  appropriation  has  been  in- 
sufficient in  terms  of  the  projected  state  share  and,  as  a  consequence,  a 
state  deficiency  resulted  necessitating  a  county  levy.   The  level  of  estimated 
state  equalization  aid  support,  actual  state  equalization  aid,  and  the  actual 
state  deficiency  during  recent  years  were  as  follows: 

State 

Equalization     State  County 

Aid       Equalization  Deficiency 

Fiscal  Year               100%  Financing     Aid*  Levy 

1971-72  $41,855,837  $36,807,646  $5,048,191 

1970-71  38,203,529  29,501,806  8,701,723 

1969-70  39,084,556  33,480,075  5,604,481 

1968-69  29,134,495  23,751,782  5,382,713 

1967-68  31,462,317  24,109,631  7,352,686 

1966-67  18,978,547  18,978,547  -0- 

1965-66  19,821,015  19,821,015  -0- 

1964-65  18,941,432  18,941,432  -0- 

1963-64  15,095,147  15,095,147  -0- 

*  Anticipated  state  money  used  by  the  Superintendent's  Office  to 
calculate  the  amount  of  county  deficiency  levy  in  foundation 
program. 
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State  revenue  for  the  support  of  the  foundation  program  and  elementary 
and  secondary  schools  in  Montana  is  derived  from  five  principal  sources. 
These  five  sources  are  depicted  below,  as  well  as  the  respective  amounts 
derived  from  each  source  during  the  1971-72  fiscal  year.   About  $1.5  million 
more  than  the  estimated  distribution  from  state  sources  was  distributed  for 
1971-72  because  actual  revenue  from  state  sources  exceeded  estimated  amounts. 

Source  Amount 

1.  Interest  from  investment  of  permanent 

school  fund  and  income  from  leasing 

of  state  school  lands.  $  7,287,004 

2.  25  percent  of  the  state  income  tax.  16,553,832 

3.  25  percent  of  the  state  corporation 

license  tax.  2,713,959 

4.  50  percent  of  the  state  share  of  federal 

oil  and  gas  royalties.  1,278,127 

5.  A  legislative  appropriation  from  the  State 

General  Fund.  17.575.052 

Total  $45.407,974 

Under  the  statutory  formula  used  to  calculate  and  apportion  state 
revenue  under  the  foundation  program,  all  elementary  school  districts 
within  the  state  receive  state  interest  and  income  money  (#1  above) .   The 
basis  for  the  allocation  of  interest  and  income  money  is  a  topic  of  dis- 
cussion later  in  this  report.   Although  all  elementary  school  districts 
receive  an  allocation  of  interest  and  income  money,  not  all  school  dis- 
tricts receive  state  equalization  aid.   Some  school  districts  do  not 
receive  state  equalization  aid  because,  under  the  foundation  formula, 
these  school  districts  already  have  sufficient  money  from  the  interest 
and  income  and  county  sources  to  fully  finance  the  foundation  program. 
As  a  consequence,  state  equalization  aid  is  not  necessary.   During  1971-72, 
78  of  the  650  operating  school  districts  in  the  state  did  not  require  or 
receive  state  equalization  aid. 
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As  illustrated  by  the  foregoing  comments,  the  financing  of  elementary 
and  secondary  education  in  Montana  is  accomplished  on  a  formula  basis. 
Several  court  cases  in  other  states  which  have  formula  systems  similar 
to  Montana,  have  resulted  in  rulings  that  the  methods  used  by  these  states 
are  inequitable  and  possibly  unconstitutional.   The  method  of  financing 
education  is  therefore  an  important  and  critical  topic  which  is  being 
studied  by  legislators,  the  Superintendent's  Office,  and  other  educational 
groups.   These  studies  point  out  the  inequities  in  the  present  method  and 
are  attempting  to  identify  acceptable  alternatives. 

Since  the  problems  encountered  with  the  present  method  of   inancing 
education  are  being  closely  studied  and  examined  by  numerous  groups  within 
the  state,  we  did  not  evaluate  the  intricacies  of  financing  the  foundation 
program.   Instead,  we  concentrated  our  efforts  in  those  areas  of  the  founda- 
tion program  which  pertain  to  activities  of  the  Superintendent's  Office, 
such  as  interest  and  income  distribution,  school  census,  and  isolated 
schools.   Our  comments  and  recommendations  in  these  areas  follow. 
Distribution  of  Interest  and  Income 

Generally,  "interest  and  income"  money  refers  to  the  proceeds  realized 
from  the  investment  of  the  permanent  public  school  fund  held  by  the  state 
and  the  income  derived  from  the  use  of  state  school  lands.   In  particular, 
interest  and  income  are  the  following: 

1.  Interest  received  from  the  investment  of  the  permanent 
public  school  fund  and  other  school  moneys  held  in  trust 
in  the  state  treasury. 

2.  Income  received  or  derived  from  (a)  the  leasing  of  state 
school  land  less  any  deduction  for  the  development  of 
state  land  resources,  and  (b)  any  other  covenant  affecting 
the  use  of  state  school  lands. 
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The  interest  and  income  distributed  to  school  districts  by  the  Super- 
intendent's Office  during  the  last  five  years  was  as  follows: 

Rents  &     Miscell-    Less 
Fiscal  Year      Interest    Leases      aneous   Deductions*  Total 

1971-72  $2,837,090  $4,957,573  $  7,872  $515,531  $7,287,004 

1970-71  2,495,331  4,879,158  12,332  456,682  6,930,139 

1969-70  2,600,926  5,688,226  84,449  560,547  7,813,054 

1968-69  2,360,685  7,465,465  57,497  664,359  9,219,288 

1967-68  2,104,924  6,421,355  12,519  529,421  8,009,377 

*  Required  statutory  5%  to  permanent  fund  and  service  charges  and 
interest  paid  for  bonds  and  certificates. 

Interest  and  Income  is  distributed  by  the  Superintendent's  Office  to 
elementary  districts  on  the  basis  of  annual  census  counts  of  children.   The 
present  method  of  distributing  the  interest  and  income  money,  although  pre- 
scribed by  law,  results  in  numerous  inequities  between  school  districts, 
primarily  because  the  method  of  distribution  does  not  take  into  consideration 
district  wealth  or  need.   The  nature  of  these  inequities  is  illustrated  by 
the  following  examples,  taken  in  part  from  the  Superintendent's  reports. 
1.   Districts  with  private  schools  in  or  near  their  district 
have  the  advantage  of  being  paid  interest  and  income  money 
for  census  children  who  reside  in  the  district  but  attend 
private  schools.   For  example,  a  school  district  in  one 
county  was  paid  interest  and  income  money  for  304  census 
children,  yet  the  enrollment  in  this  school  district  during 
the  period  was  only  9.   Most  of  the  remaining  census  children 
attend  the  private  school.   This  district,  therefore,  re- 
ceived $1,105  for  each  enrolled  student  in  1971-72,  even 
though  most  of  the  census  children  did  not  attend  the  public 
school.   In  contrast,  a  school  district  in  another  county 


had  a  comparable  census  figure  of  291.   Their  enrollment 
was  157,  and  the  district  received  $61  for  each  enrolled 
student.   As  a  consequence,  one  school  district  will 
receive  interest  and  income  money  of  $1,044  per  student 
more  money  than  the  other  without  any  relationship  what- 
soever to  district  need.   Since  there  are  58  accredited 
private  elementary  schools  in  the  state,  there  are  numerous 
other  examples  such  as  those  cited  above. 
2.   The  present  method  of  distribution  is  also  inequitable  in 

that  it  does  not  take  into  consideration  the  relative  \.  alth 
of  some  school  districts  and  counties  as  opposed  to  others. 
That  is,  taxpayers  living  in  relatively  wealthier  districts, 
in  terms  of  taxable  valuation  per  ANB,  assume  a  smaller  tax 
burden  to  raise  approximately  the  same  amount  of  money  per 
ANB  than  taxpayers  living  in  poorer  districts.   This  is 
illustrated  by  the  fact  that  during  the  1971-72  fiscal  year, 
the  taxable  valuation  per  ANB  in  Montana  school  districts 
ranged  from  $57  to  $649,683,  with  an  average  of  $24,521. 
This  means  that  the  tax  burden  is  less  in  districts  having 
higher  property  valuation  per  ANB,  yet  the  method  of  distri- 
bution of  interest  and  income  money  does  not  take  this  into 
consideration.   For  example,  in  one  county  with  the  total 
district  mill  levy,  including  the  basic  county  levy  and  the 
district  levy,  was  44.46  mills,  which  provided  $410  per  ANB. 
In  another  district  the  comparable  total  mill  levy  was  79.50 
mills,  or  almost  twice  the  previous  county's  mill  levy,  but 
only  raised  approximately  $378  per  ANB.   In  the  first  case 
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the  district  received  $54,722  in  interest  and  income  money 
for  its  1,673  census  children,  while  the  other  district 
received  $50,306  for  its  1,538  census  children. 
It  is  obvious,  in  our  opinion,  that  the  present  method  of  distributing 
interest  and  income  money  contributes  to  the  inequities  between  districts. 
In  the  past,  however,  there  has  been  little  if  any  latitude  to  change 
the  method  of  distribution.   Article  XI,  Section  5,  of  the  State  Consti- 
tution, requires  that  the  interest  and  income  money  be  apportioned 
annually  to  school  districts  in  proportion  to  the  number  of  children  and 
youths  residing  therein  between  the  ages  of  6  and  21.   The  new  Constitution, 
Article  X,  Section  5,  provides  that  interest  and  income  money  shall  be 
equitably  apportioned  annually  to  public  elementary  and  secondary  school 
districts  as  provided  by  law.   As  a  result,  the  new  constitution  allows 
(1)  a  base  other  than  census  children  to  be  used  to  distribute  interest 
and  income  money,  and  (2)  the  distribution  of  interest  and  income  money 
to  secondary  as  well  as  elementary  schools.   However,  Sections  75-6908 
through  75-6911,  R.C.M.  1947,  require  the  distribution  of  interest  and 
income  money  on  the  basis  of  census  children  to  only  elementary  schools. 
We  believe  it  would  be  more  equitable  if  interest  and  income  money 
were  distributed  in  the  same  manner  as  state  equalization  aid,  i.e,,  under 
the  foundation  program.   Distribution  of  interest  and  income  money  in  the 
same  manner  as  state  equalization  aid  money  would  eliminate  the  first 
inequity  cited  above  and  would  help  to  eliminate  the  second  inequity. 
The  major  monetary  effect  of  such  a  change  would  be  twofold.   First  of 
all,  interest  and  income  money  would  be  distributed  as  state  equalization 
aid  on  the  basis  of  relative  financial  need  as  opposed  to  an  arbitrary 
basis  such  as  pupil  census.   Secondly,  some  counties,  hence  school  districts, 
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would  receive  less  revenue  from  state  sources  than  they  now  receive  and 
some  would  receive  more.   However,  this  redistribution,  based  on  1971-72 
statistics,  would  be  about  $262,000.   In  addition,  some  counties  not 
presently  receiving  state  equalization  aid  would  have  to  increase  taxes. 
However,  once  the  tax  level  reached  the  required  mill  levy  established 
by  law,  these  counties  would  become  eligible  and  receive  state  equaliza- 
tion aid . 

Recognizing  that  of  the  $7  million  in  interest  and  income  distributed 
annually,  only  $262,000  would  effectively  change  district  financing,  ve 
realize  that  the  overall  effect  seems  insignificant.   However,  we  believe 
that  since  the  new  constitution  now  allows  a  new  method  of  distributing 
interest  and  income  and  such  a  change  would  not  be  difficult  to  accomplish 
and  would  result  in  a  more  equitable  method,  the  Superintendent's  Office 
should  seek  legislation  to  provide  for  the  inclusion  of  interest  and  income 
as  another  source  of  revenue  within  the  state  equalization  aid  payments. 

RECOMMEND  AT  lOl^ 
V     We  recommend  that  the  Superintendent's  Office  seek  the   legislation 
necessary  to  have  interest  and  income  money  distributed  on  the 
same  basis  as  state  equalization  aid  moneys. 

Isolated  Schools 

School  isolation  law  (Section  75-6608,  R.C.M.  1947)  provides  that  the 
trustees  of  any  district  operating  an  elementary  school  of  less  than  ten 
ANB  shall  apply  to  have  the  school  classified  as  an  isolated  school.   It 
further  provides  that  the  application  be  submitted  to  the  county  super- 
intendent and  include: 
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1.  The  name  of  each  pupil  who  will  attend  the  school  during  the 
ensuing  school  fiscal  year  with  the  distance  the  pupil  resides 
from  the  nearest  county  road  or  highway;  and 

2.  A  description  of  conditions  affecting  transportation  such 
as  poor  roads,  mountains,  rivers,  or  other  obstacles  to 
travel;  the  distance  the  school  is  from  the  nearest  open 
school  having  room  and  facilities  for  the  pupils  of  such 
school;  or  any  other  condition  that  would  result  in  an 
unusual  hardship  to  the  pupils  of  the  school  if  they  were 
transported  to  another  school. 

Two  types  of  situations  exist  in  law  which  may  permit  a  school  to 
qualify  for  isolation.   Type  1  requires  final  approval  by  the  county  com- 
missioners and  Type  2  requires  their  approval,  along  with  the  approval  of 
the  Superintendent's  Office. 

Type  1  isolation  is  where  transportation  of  the  pupils  of  such  school 
to  another  school  is  impractical  by  reason  of  the  existence  of  obstacles 
to  travel,  such  as  mountains,  rivers,  poor  roads,  distance  of  pupils' 
homes  from  county  roads  or  highways,  or  the  distance  of  such  isolated 
school  from  the  nearest  open  school  having  room  and  facilities  for  the 
pupils  of  the  isolated  school. 

Type  2  isolation  is  where  conditions  exist  other  than  obstacles  to 
travel  which  would  result  in  unusual  hardship  to  the  pupils  of  the  isolated 
school  if  they  were  transported  to  another  school.   An  official  of  the 
Superintendent's  Office  informed  us  that  Type  2  applications  are  almost 
nonexistent. 

Montana's  school  finance  laws  make  a  distinction  between  elementary 
schools  having  one  to  nine  ANB  which  are  approved  as  isolated  schools, 
and  schools  of  the  same  size  which  are  not  approved  as  isolated.   The 
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minimum  amount  required  to  be  budgeted  for  the  general  fund  by  foundation 
program  law  is  the  same  for  isolated  and  non-isolated  schools.   In  the  case 
of  non-isolated  schools,  however,  only  one-half  of  the  non-isolated  school's 
foundation  program  level  is  financed  by  regular  county  and  state  equalization 
aid,  leaving  half  to  be  financed  by  a  district  levy.   In  contrast,  an  isolated 
school's  foundation  program  level  is  completely  financed  by  county  and  state 
equalization  aid.   During  the  1971-72  school  year,  the  foundation  program 
schedule  set  the  foundation  program  level  at  $5,929.   For  isolated  schools 
this  full  amount  was  financed  from  county  and  state  revenue  sources,  but 
for  non-isolated  schools,  $2,964  was  required  to  be  financed  from  district 
taxation. 

A  decision  by  the  county  commissioners  to  approve  an  application  for 
isolation  generally  means  a  district  will  receive  approximately  $2,964  more 
in  state  equalization  aid  since,  in  many  cases,  the  required  25  mill  county 
levy  has  already  been  reached.   If  the  application  is  disapproved  the 
district  must  finance  the  amount  itself. 

During  the  1971-72  school  year,  106  elementary  schools  had  less  than 
10  pupils,  of  which  93  received  isolation  status.   Based  on  (1)  visits  to 
14  isolated  schools,  (2)  our  review  of  isolation  applications,  and  (3) 
other  factors  described  below,  we  believe  a  large  number  of  schools  cur- 
rently classified  as  isolated  and  receiving  an  isolation  allowance  should 
not  be  classified  as  isolated. 

Section  75-7008,  R.C.M.  1947,  sets  one  hour  as  the  time  limit  an 
elementary  pupil  can  be  required  to  ride  a  school  bus  one  way  without 
parental  approval.   In  our  opinion,  this  could  be  used  as  a  standard  for 
determining  school  isolation.   In  other  words,  (1)  regardless  of  distance 
of  a  school  with  less  than  10  pupils  from  another  school  having  adequate 
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room  and  facilities  and  the  obstacles  to  travel,  and  (2)  if  the  pupils 
attending  the  isolated  school  can  reach  the  other  school  in  less  than 
an  hour  under  normal  conditions,  the  school  with  less  than  10  pupils 
should  not  be  given  isolation  status.   In  applying  this  standard  to  the 
lA  isolated  schools  we  visited,  only  four  would  have  received  isolation 
status. 

For  example,  one  school  receiving  isolation  status  for  the  1971-72 
school  year  had  the  following  characteristics: 

1.  All  eight  students  lived  as  close  or  closer  to  a  paved 
highway  than  they  did  to  the  isolated  school. 

2.  An  elementary  bus  runs  along  the  paved  highway  three 
miles  from  the  isolated  school  into  a  city  of  over 
20,000  people. 

3.  The  isolated  school  is  12  miles  from  the  city.   The 
teacher  of  the  isolated  school  drives  from  this  city 
every  day  and  allows  twenty  minutes  driving  time  in 
normal  weather  and  about  forty  minutes  in  bad  weather. 
She  has  missed  only  one  day  of  school  in  five  years 
due  to  road  conditions. 

We  also  reviewed  isolation  applications  for  87  of  the  93  schools 
that  received  isolation  and  found  that  on  78  percent  of  the  applications 
at  least  one  of  the  items  prescribed  by  law  to  be  included  on  the  appli- 
cations was  missing.   For  example,  as  mentioned  previously,  the  law  requires 
the  application  include  the  distance  each  pupil  attending  the  school  resides 
from  the  nearest  county  road  or  highway.   On  64  applications  this  informa- 
tion was  not  submitted. 

Since  legislation  does  not  provide  uniform  standards  for  determining 
school  isolation,  courtty  commissioners  have  been  required  to  develop  their 
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own  standards  on  a  case-by-case  basis.   As  a  consequence,  standards  for 
approval  of  isolation  are  seldom  set  and  the  approval  remains  a  subjective 
decision  of  the  county  commissioners.   As  a  result  of  the  foregoing,  and 
(1)  the  inadequacy  of  full  documentation,  (2)  the  lack  of  uniform  standards 
for  determining  isolation  of  a  school,  and  (3)  the  fact  that  there  is 
undoubtedly  more  natural  allegiance  of  the  county  administration  to  the 
school  district  than  to  the  state,  we  believe  the  Superintendent's  Office 
should  have  a  controlling  role  in  determining  school  isolation  or  approving 
applications  for  isolation. 

RECOMMSmATION 

We  recommend  that  the  Superintendent's  Office  seek  legislation  to: 

1.  Allow  the  Superintendent's  Office  to  set  uniform 
standards  for  determining  school  isolation  status. 

2.  Have  applications  for  isolation  submitted^  in  addition 
to  the  present  procedure ,  through  the  Superintendent  's 
Office  for  final  approval. 

School  Census 

Section  75-5936,  R.C.M.  1947,  provides  that  the  trustees  of  each 
elementary  district  shall  annually  take  a  school  census  of  all  children 
residing  in  the  district  who  are  six  years  of  age  or  older,  but  who  have 
not  yet  reached  their  twenty-first  birthday.   The  school  census  reports 
are  transmitted  to  the  Superintendent's  Office  and  used  as  the  basis  for 
the  annual  distribution  of  interest  and  income  money. 

In  examining  the  school  census  function  we  found  one  section  of  the 
school  census  laws  stipulates  a  requirement  that  conflicts  with  provisions 
of  the  state  minimum  wage  law.   Section  75-5937(3),  R.C.M.  1947,  states: 
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"The  trustees  shall  pay  the  clerk  of  the  district  or  any  other 
person  who  enumerates  the  children  of  the  district  for  the  school 
census  or  under-six-year-old  census  at  a  rate  not  exceeding  ten 
cents  ($.10)  per  name  properly  reported  ....   The  clerk  or 
such  other  person  shall  receive  the  enumeration  compensation  in 
addition  to  any  regular  compensation  the  district  may  pay  for 
his  services." 

In  contrast,  Section  41-2303,  R.C.M,  1947,  of  the  law  on  minimum 
wage  compensation,  provides  that  every  employer  shall  pay  to  each  of  his 
employees  wages  at  a  rate  not  less  than  $1.60  per  hour.   We  were  informed 
by  an  official  of  the  State  Department  of  Labor  and  Industry  that  notwith- 
standing the  requirements  of  other  state  laws,  census  takers  in  school 
districts  are  subject  to  the  state  minimum  wage  laws.   In  this  regard,  we 
found  that  the  payment  of  10  cents  per  name  is  generally  not  consistent 
with  the  minimum  wage  rate  of  $1.60  per  hour.   As  a  means  of  evaluating 
this,  we  selected  five  school  districts  to  determine  their  pay  scale  for 
employees  enumerating  the  school  census.   We  found  in  each  district  either 
(1)  non-compliance  with  the  census  law,  (2)  non-compliance  with  the  minimum 
wage  law,  or  (3)  non-compliance  with  both  the  minimum  wage  and  census  laws. 

For  example,  in  some  districts  census  takers  were  paid  in  accordance 
with  the  minimum  wage  law  which,  when  the  number  of  names  reported  are 
considered,  results  in  costs  in  excess  of  10  cents  per  name.   In  other 
instances,  census  takers  were  paid  on  the  basis  of  names  submitted  at  a 
rate  of  $1.19  or  $1.40  per  hour,  which  is  less  than  the  minimum  wage  law. 

Since  the  foregoing  situations  illustrate  a  conflict  between  existing 
statutes,  we  believe  the  Superintendent's  Office  should  request  legislation 
to  make  the  census  laws  consistent  with  the  minimum  wage  laws. 

RECOMMENDATION 

We  recommend  that  the  Superintendent's  Office  seek  legislation  to 
make  the  census   laws  consistent  with  the  minimum  wage   laws. 
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PUPIL  TRANSPORTATION  PROGRAM 

Montana,  like  43  other  states,  has  assumed  the  responsibility  of 
partially  subsidizing  the  cost  of  transportation  to  and  from  school  of 
children  in  public  elementary  and  secondary  schools  in  the  state.   In 
Montana,  however,  there  is  no  legal  requirement  that  students  be  provided 
pupil  transportation  services.   Section  75-7008,  R.C.M.  1947,  stipulates 
that  school  districts  have  an  option  to  operate  a  pupil  transportation 
program  in  their  district  unless  directed  to  do  so  by  their  respective 
county  transportation  committee,  which  consists  of  various  elected  and 
appointed  officials  in  each  county.   During  1970-71,  571  of  the  approxi- 
mately 700  elementary  and  secondary  school  districts  in  the  state  had 
transportation  programs  for  which  reimbursements  were  made.   As  a  conse- 
quence, the  problems  associated  with  pupil  transportation  must  be  faced 
by  most  school  districts  in  Montana. 

Once  a  school  district  undertakes  a  pupil  transportation  program,  a 
complex  system  of  legal  requirements  and  financial  reimbursements  becomes 
evident.   The  circumstances  under  which  pupil  transportation  programs  are 
operated  are  closely  circumscribed  by  state  laws  which  place  varying  degrees 
of  responsibilities  upon  three  levels  of  government,  namely,  the  Office  of 
the  State   Superintendent  of  Public  Instruction,  the  respective  county 
transportation  committees,  and  the  individual  school  districts.   However, 
the  primary  responsibility  for  pupil  transportation  operations  lies  with 
the  county  transportation  committees  and  school  trustees.   They  set  district 
operations  in  accordance  with  rules  and  regulations  prescribed  by  the  State 
Superintendent  of  Public  Instruction  on  the  basis  of  policies  set  by  the 
State  Board  of  Education  and  duties  imposed  by  law. 

State  law  provides  that  school  districts  can  receive  pupil  transpor- 
tation reimbursements  only  for  eligible  transportees.   An  eligible  transportee 
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is  a  public  school  pupil  who  is  between  six  and  twenty-one  years  of  age 
and  resides  with  his  parents  or  guardians  at  least  three  miles  from  the 
nearest  operating  school.   In  this  regard,  school  districts  can  furnish 
several  types  of  pupil  transportation  or  payments  in  lieu  of  pupil  trans- 
portation.  For  example,  school  districts  can:   (1)  operate  or  contract 
for  school  bus  services,  (2)  reimburse  individuals  who  provide  their  own 
transportation,  (3)  pay  room  and  board  for  students  in  lieu  of  daily  trans- 
portation, and  (4)  provide  for  home  study  or  correspondence  courses  in  lieu 
of  daily  transportation.   With  respect  to  this  latter  case,  there  are  very 
few  instances  where  home  study  or  correspondence  courses  are  conducted  in 
lieu  of  pupil  transportation.   As  a  consequence,  this  practice  is  not 
discussed  in  this  report. 

The  cost  of  operating  pupil  transportation  programs  is  incurred  at  the 
school  district  level  but  is  partially  reimbursed  by  the  state  and  counties 
in  accordance  with  reimbursement  rates  set  out  in  the  law.   Up  to  maximums 
set  forth  by  a  statutory  schedule,  elementary  pupil  transportation  costs 
are  shared  by  the  state,  counties,  and  school  districts  on  the  basis  of 
one-third  each,  with  the  school  districts  bearing  any  costs  in  excess  of 
the  payment  schedule  set  out  in  the  law.   In  the  case  of  pupil  transportation 
related  to  secondary  education  and  special  education,  the  schedule  costs  of 
pupil  transportation  are  borne  solely  by  the  state  and  the  counties  on  a 
one-third  and  two-thirds  basis  respectively.   Costs  in  excess  of  schedule 
amounts  are  borne  by  the  school  districts.   The  relative  level  of  state, 
county,  and  school  district  expenditures  for  pupil  transportation  during 
the  most  recent  year  for  which  data  is  available  is  as  follows: 
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1970-71  Pupil  Transportation  Expenditures 

School 

Districts 

State 


Counties   Schedule 


Excess 


Total 


School  Bus  Service 

Direct  Reimbursements  to 
Individuals 

Payment  of  Room  and  Board 
In  Lieu  of  Transportation 

Total 


$1,224,585  $1,683,238  $689,831   $2,812,398   $6,410,052 
85,073     114,519    45,994      -0-        245,586 


31,684 


52,044    11,325 


-0- 


95,053 


$1,341,342   $1,849,801   $747,150  $2,812,398   $6,750,691 


Source  of  Data:   State  Superintendent's  Reports,  Pupil  Transportation  Summary, 
and  School  Bus  Cost  Analysis  Report. 

Although  it  is  obvious  from  the  foregoing  table  that  school  districts 
are  bearing  the  majority  of  pupil  transportation  costs,  the  state  has  a 
significant  interest.   The  state's  financial  interest  in  pupil  transportation 
descends  primarily  from  the  fact  that  the  state  reimbursement  of  school  dis- 
trict transportation  costs  is  financed  by  a  direct  appropriation  from  the 
State  General  Fund.   The  amount  of  these  appropriations  in  recent  years  is 
depicted  in  the  following  table: 


Percent  of  Total 

General 

General 

Total  Reported 

Transportation 

Fund 

Fund 

Transportation 

Costs  Paid 

Fiscal  Year 

Appropriation 
$1,400,000 

Expenditures 
$1,359,303 

Costs 

By  State  ** 

1971-72 

$  N/A 

N/A 

1970-71 

1,425,000 

1,327,330 

6,750,691 

19.7% 

1969-70 

1,400,000 

1,272,879 

6,318,814 

20.1 

1968-69 

1,214,000 

1,230,871* 

5,781,781 

21.3 

1967-68 

1,250,000 

1,206,308 

5,413,176 

22.3 

1966-67 

1,190,000 

1,173,756 

5,255,571 

22.3 

1965-66 

1,143,000 

1,136,135 

4,967,969 

22.9 

1964-65 

1,150,000 

1,090,725 

4,740,393 

23.0 

1963-64 

1,100,000 

1,054,379 

4,460,345 

23.6 

1962-63 

1,113,000 

1,022,703 

4,388,141 

23.3 

1961-62 

1,013,600 

989,697 

4,439,358 

22.3 

*   Expenditures  exceed  the  appropriation  due  to  available  carryover  balance 
from  preceding  year. 
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**  Represents  percent  of  total  costs.   State  share  is  limited  to  the  general 
fund  expenditure  prescribed  by  law. 

Source  of  Data:   State  Department  of  Administration  Income  and  Expenditures 
Report  and  State  Superintendent's  Montana  School  Statistics  Report. 

As  the  table  indicates,  the  state  general  fund  appropriation  for  pupil 
transportation  has  generally  been  increasing  each  year,  although  the  extent 
to  which  state  contributions  comprise  total  transportation  costs  has  generally 
decreased,  i.e.,  from  22.3  percent  for  the  1961-62  fiscal  year  to  19.7  percent 
for  the  1971-72  fiscal  year.   A  primary  cause  of  this  is  that  the  statutory 
rates  upon  which  the  state  appropriation  is  based  have  not  changed  since 
1951. 

Aside  from  the  fact  that  a  substantial  portion  of  pupil  transportation 
costs  are  being  defrayed  by  state  appropriations,  the  state  also  has  an 
interest  from  the  standpoint  that  fairly  stringent  state  laws  govern  pupil 
transportation  and  the  Superintendent's  Office  has  general  statutory  responsi- 
bility for  the  administration  and  implementation  of  the  pupil  transportation 
laws  and  policies  of  the  state.   In  this  connection.  Section  75-7005,  R.C.M. 
1947,  charges  the  Superintendent's  Office  with  specific  duties  relative  to 
pupil  transportation  "In  order  to  have  a  uniform  and  equal  provision  of 
transportation  by  all  districts  in  the  state  .  .  .  ."   As  a  consequence, 
the  Superintendent's  Office  has  the  responsibility  to  administer  pupil  trans- 
portation in  an  equitable  and  efficient  manner.   In  this  regard,  we  believe 
the  following  improvements  could  be  made  in  the  interest  of  equity  and 
efficiency. 

School  Bus  Services 

Present  statutes  allow  school  districts  to  provide  bus  transportation 
services  by  either  engaging  a  contractor  or  by  operating  the  buses  themselves. 
Whether  the  school  districts  contract  for  bus  service  or  operate  buses  them- 
selves has  no  direct  bearing  upon  the  extent  of  state  reimbursement,  i.e., 
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the  state  reimbursement  rates  remain  the  same  in  either  case.   However, 
the  use  of  contracted  bus  services  or  district  operated  buses  does  have  an 
effect  on  the  total  cost  of  transportation  which  in  turn  is  borne  by  the 
districts.   As  a  consequence,  the  matter  of  district  operated  or  contractor 
operated  bus  systems  is  important. 

During  our  review  of  pupil  transportation  we  noted  several  areas  which 
indicate  that  Montana  school  districts  may  not  be  operating  their  transporta- 
tion programs  as  economically  as  possible.   First  of  all,  we  found  that 
there  is  no  requirement  that  school  districts  evaluate  pupil  transportation 
alternatives  to  identify  and  use  the  most  economically  advantageous  method 
of  pupil  transportation.   The  absence  of  such  a  requirement,  combined  with 
comparative  statistics,  indicates  a  need  for  more  thorough  analysis  of  pupil 
transportation  alternatives. 

The  following  table  presents  statistics  prepared  by  the  National  Associa- 
tion of  State  Directors  of  Pupil  Transportation  Services  as  to  the  use  of 
publicly  owned  and  contracted  pupil  transportation  conveyances  throughout 
many  western  states  during  1970-71. 


Number  of 

Enrolled  Students 

Transported 

Numbe 

ir  of  Vehicles 

Used 

STATE 

Public 
No. 

173,078 

ly 

Owned 
% 

72 

Contrac 
No. 

66,485 

:ted 

% 

NATION 

— 

28 

Washington 

376,519 

4,154 

97 

146 

3 

Utah 

94,941 

873 

95 

46 

5 

Nebraska 

64,392 

2,051 

89 

242 

11 

Colorado 

170,083 

2,716 

83 

564 

17 

Kansas 

256,377 

3,680 

79 

949 

21 

Idaho 

90,486 

1,161 

76 

365 

24 

Oregon 

249,398 

2,278 

76 

707 

24 

Wyoming 

28,364 

672 

73 

248 

27 

South  Dakota 

51,957 

1,094 

69 

495 

31 
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Number  of 

Enrolled  Students 

Transported 

Number  of  Vehicl 

es  Used 

STATE 

Public 
No. 

1,205 

ly 

Owned 
% 

66 

Contracted 

No.      % 

North  Dakota 

57,055 

612  34 

Nevada 

46,491 

413 

61 

263  39 

MONTANA 

54,626 

555 

47 

617   53 

The  fact  that  Montana  has  the  lowest  percentage  of  publicly  owned  pupil 
transportation  conveyances  among  similar  states  is  not  in  itself  conclusive. 
However,  our  analysis  of  the  statistics  underlying  the  operation  of  contracted 
and  district  owned  buses  in  Montana  disclosed  a  wide  variance  in  the  cost  of 
bus  operations. 

Generally,  district  owned  and  operated  pupil  transportation  systems 
are  less  expensive  than  contractor  owned  and  operated  systems.  However, 
there  are  instances  where  the  reverse  is  true. 

While  we  did  not  investigate  the  reasons  for  the  wide  variances  in  the 
following  table,  the  Montana  statistics  tend  to  support  the  national  and 
comparable  state  statistics  which  portray  a  greater  use  of  publicly  owned 
pupil  transportation  systems.   Costs  reported  to  the  Superintendent's  Office 
by  school  districts  in  Montana  show  that  the  average  cost  per  mile  for  con- 
tracted bus  service  is  generally  higher  than  the  average  cost  per  mile  of 
district  owned  buses. 

The  variance  in  cost  between  contractor  owned  and  district  owned  pupil 
transportation  systems  is  evident  when  various  capacity  buses  are  compared. 
We  compared  district  owned  and  operated  buses  with  comparable  contractor 
owned  and  operated  buses  on  a  district  basis  for  the  1970-71  fiscal  year. 
The  results  of  this  comparison  are  illustrated  below: 
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Bus  Size  - 
Passengers 

24 


30 


36 


42 


48 


54 


60 


66 


72 


73 


Ownership 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 

Contracted 
District  Owned 


Number  of 

Cost  Per 

Routes 

Miles 
256,535 

Mile 

Diff ./Mile 

18 

$0,349 

22 

266,351 

0.319 

$0,030 

34 

514,106 

0.350 

32 

504,929 

0.315 

0.035 

62 

902,034 

0.354 

108 

1,406,625 

0.350 

0.004 

36 

579,544 

0.350 

60 

812,525 

0.343 

0.007 

62 

650,781 

0.469 

102 

1,435,875 

0.353 

0.116 

38 

417,815 

0.489 

54 

727,140 

0.395 

0.094 

102 

986,136 

0.704 

79 

922,806 

0.466 

0.238 

75 

703,306 

0.618 

35 

449,453 

0.433 

0.185 

51 

376,107 

0.889 

19 

211,406 

0.505 

0.384 

45 

338,490 

1.032 

16 

193,500 

0.520 

0.512 

As  depicted  above,  comparison  of  contractor  and  district  owned  buses 
indicates  that  district  owned  buses  are  less  expensive  in  terms  of  school 
district  transportation  costs.   Consequently,  in  most  instances,  pupil  trans- 
portation costs  could  be  reduced  if  pupil  transportation  systems  were  district 
owned  and  operated.   However,  we  do  not  believe  that  pupil  transportation 
alternatives  can  be  evaluated  on  the  basis  of  economics  alone.   Other  factors 
such  as  availability  of  qualified  contractors,  competition  among  contractors, 
capability  of  districts  to  operate  their  own  pupil  transportation  systems, 
and  comparability  and  analysis  of  costs  should  also  be  taken  into  considera- 
tion by  districts  in  determining  whether  to  operate  or  contract  for  pupil 
transportation  services. 
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The  foregoing  factors,  combined  with  the  recent  trend  towards  consoli- 
dation of  school  districts  resulting  in  increased  pupil  transportation  needs, 
make   it  imperative  that  school  districts  formally  analyze  the  transportation 
alternatives  available  to  them.   Available  information  from  the  school  districts 
we  contacted,  indicates  that  only  one  of  the  districts  made  any  formal  study 
of  its  pupil  transportation  program. 

We  believe  all  school  districts  should  assess  and  evaluate  the  merits 
of  their  present  pupil  transportation  program  in  view  of  the  alternatives. 
In  this  regard,  we  believe  school  districts  should  retain  the  option  of 
using  either  contracted  or  district  operated  bus  services,  but  that  the 
system  used  should  be  based  upon  a  documented  evaluation  of  the  alterna- 
tives.  To  accomplish  this,  we  believe  the  Superintendent's  Office  should: 
(1)  undertake  a  project  to  develop  guidelines,  criteria,  comparative  techniques, 
and  standard  forms  for  use  by  school  districts  in  analyzing  pupil  trans- 
portation alternatives,  and  (2)  request  the  State  Board  of  Education  to 
require  school  districts  to  make  periodic  evaluation  of  pupil  transportation 
alternatives. 

RECOMMENDATION 

We  reaommend  that  the  Superintendent  's  Offiad   ; 

1.  Develop  guidelines,   criteria,   comparative  techniques, 
and  standard  forms  for  the  analysis  of  pupil  trans- 
portation alternatives. 

2.  Seek  a  policy  determination  from  the  State  Board  of 
Education  to  provide  that  school  districts  periodically 
evaluate  their  pupil  transportation  programs  in  terms 
of  the  alternatives. 
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Direct  Reimbursements  to  Individuals 

As  previously  mentioned,  school  districts  have  the  option  of  providing 
bus  service  or  reimbursing  eligible  individuals  who  furnish  their  trans- 
portation in  lieu  of  school  bus  services.   The  manner  and  rate  at  which 
individuals  are  reimbursed  is  set  out  in  Section  75-7019,  R.C.M.  1947. 
Regular  reimbursement  for  individual  transportation  is  based  on  a  statutory 
schedule  which  reflects  variables  such  as  the  mileage  from  school  or  a 
designated  bus  route  and  number  of  students  transported. 

The  schedule  established  by  law  prescribes  the  following  daily  reimburse- 
ment rates : 


Miles  From 

I  Sc 

:hool 

Amount  of 
Reimbursement 
For  One  Child 

Amount  of 
Reimbursement 
Each  Additional 

for 
Child 

Maximum 
Reimbursement 
Each  Household 

3-5 

$0.30 

$0 

.12 

$0.66 

5-7 

.36 

.12 

.84 

7-12 

.48 

.12 

1.08 

Over 

12 

.60 

.12 

1.20 

We  believe  the  present  method  and  schedule  for  reimbursing  individual 
transportation  results  in  significant  inequities  between  families  of  various 
sizes.   For  example,  the  present  method  of  reimbursement  allows  a  large  family 
to  receive  a  greater  reimbursement  than  a  small  family,  even  though  the 
distances  traveled  and  thus  transportation  costs  incurred  are  basically  the 
same.   For  instance,  one  family  with  one  elementary  child  drives  7.2  miles 
to  school  and  receives  $0.48  per  day  reimbursement,  while  another  family 
with  two  elementary  children  drives  7.1  miles  to  the  same  school  and  receives 
$0.60  per  day  reimbursement.   The  foregoing  as  well  as  additional  samples 
are  shown  in  the  following  table: 
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School 


Number  of 

Students  Transported 

Miles  From 

Reimbursement 

in  Family 

School 
7.2 

Per  Day 

1 

$0.48 

2 

7.1 

0.60 

1 

7.0 

0.48 

3 

7.0 

0.72 

1 

3.5 

0.30 

3 

3.5 

0.54 

4 

3.5 

0.66 

In  addition,  the  present  schedule  also  results  in  irregularities  because 
reimbursement  is  based  on  the  range  of  miles  as  opposed  to  an  individual 
mileage  rate.   For  example,  a  family  with  one  child  who  drives  seven  miles 
to  school,  will  receive  the  same  reimbursement  as  a  family  with  a  child 
driving  11  miles.   The  inequity  is  especially  evident  in  cases  where  the 
family  drives  over  12  miles,  since  the  rate  for  all  regular  transportation 
over  12  miles  is  the  same.   The  following  schedule  shows  several  actual 
examples  where  families  with  the  same  number  of  children  driving  different 
distances  received  the  same  reimbursement. 


Mileage 

Students  in 

Miles 

Reimbursement 

Range 

Family 

Family 

Transported 

Paid  Each  Day 

3-5 

A 

4 

3.0 

$0.66 

B 

4 

4.5 

0.66 

C 

3 

3.0 

0.54 

D 

3 

4.5 

0.54 

5-7 

E 

3 

5.0 

0.60 

F 

3 

6.5 

0.60 

7-9 

G 

1 

7.0 

0.48 

H 

1 

9.0 

0.48 

Over  12 

I 

1 

12.0 

0.60 

J 

1 

18.0 

0.60 

K 

1 

19.0 

0.60 

L 

2 

17.0 

0.72 

M 

2 

19.0 

0.72 

-26- 


In  our  opinion,  the  most  equitable  method  of  reimbursing  for  trans- 
portation costs  is  that  method  which  is  based  on  actual  necessary  cost. 
Miles  driven  in  a  vehicle  is  commonly  accepted  in  business  and  government 
as  an  acceptable  measure  and  is  the  most  widely  used  base  for  determining 
travel  reimbursements.   We  contacted  six  neighboring  states,  and  five  of 
the  six  used  mileage  as  a  basis  for  individual  travel  reimbursement.   The 
remaining  state  did  not  provide  sufficient  information  to  determine  the 
basis. 

We  believe  it  would  be  more  equitable  for  Montana  to  delete  the  number 
of  pupils  being  transported  and  adopt  a  straight  rate  per  mile  as  a  basis 
for  reimbursement  of  regular  individual  transportation.   In  this  regard, 
the  reimbursement  of  individual  transportation  could  be  made  more  equitable 
without  an  increase  in  reimbursement  expenditures.   This  could  be  done  by 
computing  the  current  average  one-way  mile  rate  and  reimbursing  transportees 
at  that  rate,  as  opposed  to  the  present  method  of  increments  for  each  pupil. 
One-way  mileage  would  be  appropriate  because  that  is  all  that  is  considered 
now. 

Legislation  was  introduced  in  the  1971  legislative  session  to  revise 
the  method  of  individual  reimbursement  in  conformity  with  the  foregoing 
discussion.   The  bill  was  defeated,  however,  possibly  because  it  also 
sought  an  increase  in  the  reimbursement  rate  which  would  have  resulted 
in  increased  cost  to  the  General  Fund.   Irrespective  of  the  justification 
for  a  higher  reimbursement  rate,  we  believe  it  would  be  more  equitable  if 
individual  transportation  reimbursements  were  based  upon  mileage  rather 
than  number  of  pupils. 
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RECOMMENDATION 

We  veoornmend  that  the  Superintendent's  Office  seek  legislation  to 
amend  Section  75-7019,   R.C.M.    1947,    to  delete  the  nvmhev  of  pupils 
transported  as  a  consideration  in  the  computation  of  individual 
transportation  reimbursements  and  adopt  a  straight  rate  per  mile 
as  the  basis  for  reimbursement. 

Isolation  Criteria 

In  addition  to  providing  for  reimbursement  of  individual  transportation. 
Section  75-7019,  R.C.M.  1947,  allows  individuals  to  receive  additional 
reimbursements  up  to  100%  of  the  regular  reimbursement,  for  conditions  of 
isolation  such  as  excessive  distances,  impassable  roads,  or  other  special 
circumstances  of  isolation.   The  purpose  of  this  additional  compensation 
is,  according  to  law,  to  compensate  the  transportees  in  those  instances 
where  the  regular  transportation  rate  is  inadequate  or  results  in  a  physical 
hardship  for  the  transportee.   As  a  consequence,  the  transportee  or  his 
parent  or  guardian  may  request  an  increase  in  the  reimbursement  rate  due 
to  isolation. 

Section  75-7019,  R.C.M.  1947,  of  current  state  law  further  specifies 
that  the  State  Board  of  Education  shall  "promulgate"  a  schedule  governing 
the  payment  of  increased  rates  due  to  isolation.   The  Superintendent's 
Office  had  previously  issued  an  isolation  "guide"  pursuant  to  the  statutes 
prior  to  recodification  of  the  state  education  laws,  for  use  by  school 
districts  and  county  transportation  committees.   Our  evaluation  of  this 
"guide"  and  its  application  in  the  school  districts  disclosed  significant 
inadequacies.   We  found  that:   (1)  the  "guide"  is  inadequate  in  terms  of 
the  present  requirements  of  law,  (2)  the  guide  is  ambiguous  and  difficult 
to  interpret  and  apply  uniformly,  and  (3)  the  application  of  the  guide 
results  in  significant  inequities  among  school  districts. 
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The  guide  is  inadequate  in  terms  of  the  requirements  of  present  law  because 
it  has  been  issued  and  is  being  used  strictly  as  a  "guide"  as  opposed  to 
a  mandatory  schedule.   As  previously  mentioned.  Section  75-7019,  R.C.M. 
1947,  requires  the  Board  of  Education  to  promulgate  a  "schedule"  governing 
the  payment  of  increased  rates  due  to  isolation.   There  is  nothing  in  the 
law  to  indicate  that  the  schedule  is  to  be  merely  a  "guide"  or  that  users 
have  any  degree  of  latitude  in  its  application.   Nevertheless,  we  were 
informed  by  personnel  in  the  Superintendent's  Office  and  in  the  school 
districts  that  the  guide  is  nothing  more  than  a  guide  which  is  optional 
to  its  users.   In  this  regard,  the  publication  which  sets  out  the  isolation 
guide  (Handbook  of  Montana  School  Finance  and  Statistics  ^  published  by  the 
Superintendent's  Office  in  1965)  states  that  the  guide  is  provided  "To 
assist  the  board  and  committee  in  making  fair  and  consistent  decisions  .  .  .  ." 
In  this  context,  and  in  terms  of  how  the  guide  is  used,  it  is  obvious  that 
fair  and  consistent  decisions  are  not  resulting  from  the  use  of  the  guide. 

The  isolation  guide  creates  inequities  in  its  application  to  actual 
situations.   The  inequity  exists  when  one  eligible  transportee  with  more 
severe  isolation  than  another  eligible  transportee  is  entitled  to  a  lesser 
reimbursement  rate  or  none  at  all,  based  on  provisions  in  the  isolation 
guide.   In  the  manner  in  which  the  isolation  guide  is  set  up,  isolation 
measures  of  mileage  from  school  or  bus  routes  and  distance  traveled  on 
graded  road  must  be  met  prior  to  consideration  of  other  factors  involving 
physical  and  financial  hardships. 

For  example,  the  isolation  guide  provides  for  a  50  percent  increase 
in  the  transportation  reimbursement  rate  if  an  eligible  transportee  meets 
all  of  the  following  criteria:   (1)  lives  at  least  7  miles  from  a  school  or 
bus  route,  (2)  travels  a  graded  road  for  at  least  1/2  the  distance  to  the 
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school  or  bus  route,  and  (3)  has  some  physical  or  financial  hardship.   It 
is  obvious  that  on  the  basis  of  this  criteria  an  individual  living  on  an 
ungraded  road,  7  miles  from  a  school  or  bus  route,  would  not  be  eligible 
for  an  increase  in  the  reimbursement  rate  due  to  isolation  because  1/2 
the  distance  to  the  school  or  bus  route  is  not  graded.   However,  if  the 
individual  traveled  a  graded  road  to  the  school  or  bus  route,  he  would 
receive  the  increased  rate  because  the  graded  road  meets  the  criteria. 
In  this  instance,  if  the  guide  were  followed,  the  increased  would  be 
denied  the  transportee  with  the  more  difficult  isolation  characteristics. 
The  failure  of  the  isolation  guide  to  provide  for  reasonable  variations 
of  isolation  is  the  major  factor  in  the  schedule  not  being  uniformly  applied 
by  school  districts.   For  example,  two  transportees  from  different  districts 
both  traveled  graded  roads  7  miles  to  their  respective  schools.   One  district 
gave  a  25  percent  rate  increase  due  to  isolation,  while  the  other  district 
gave  a  100  percent  rate  increase.   We  noted  a  similar  situation  involving 
two  other  districts,  the  only  difference  being  the  distance  traveled  was 
15  miles  by  both  parties. 

The  differences  cited  in  these  examples  illustrates  unequal  application 
of  the  isolation  criteria  between  districts,  resulting  in  apparent  inequities 
without  documented  reasons. 

As  a  means  of  evaluting  the  actual  application  of  the  isolation  guide 
on  a  broad  basis,  we  selected  and  analyzed  a  10  percent  sample  of  all  isolation 
contracts  in  the  state.   We  found  that  47  percent  of  the  state  approved 
individual  transportation  contracts  with  isolation  for  the  1971-72  school 
year  failed  to  meet  at  least  one  required  provision  of  the  isolation  guide 
and  that  76  percent  of  the  contracts  did  not  include  all  the  necessary 
information.   The  following  table  depicts  the  results  of  our  sample  and 
the  type  of  discrepancies  noted. 
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Number       Percent 

1.  Contracts  examined  100  100% 

2.  Contracts  not  meeting  at  least 

one  required  provision  of  the 

isolation  guide  47  47% 

3.  Error  breakdown:* 

Exception  to  - 

Mileage  requirements  35  35% 

Road  condition  requirements        25  25% 

*  Error  breakdown  does  not  total  to  contracts  total  because  some 
contracts  had  both  types  of  errors. 

We  believe  the  criteria  for  payment  of  increased  rates  due  to  isolation 
factors  should  be  specific  and  easy  to  apply,  uniformly  applied,  and  manda- 
tory upon  users.   In  this  regard,  we  requested  an  opinion  from  the  Attorney 
General  with  respect  to  the  requirements  of  Section  75-7019,  R.C.M.  1947, 
and  the  nature  of  the  isolation  guide  issued  by  the  Superintendent's 
Office.   The  Attorney  General's  opinion,  dated  December  4,  1972,  concluded: 

"The  application  of  the  isolation  reimbursement  schedule  promulgated 
by  the  State  Board  of  Education,  is  mandatory  upon  users  of  the 
schedule." 

We  believe  the  Superintendent's  Office  should  take  appropriate  measures 

to  insure  that  practical  and  uniform  criteria  are  developed  for  mandatory 

use  by  school  districts  in  determining  increased  transportation  rates  due 

to  isolation. 

RECOMMEEDATION 

Vie  reoommend  that  the  Superintendent's  Office: 

1.  Review  the  present  isolation  guide  to  identify  its 
inadequacies  and  determine  more  proper  criteria, 

2.  Develop  a  schedule  for  promulgation  by  the  State 
Board  of  Education  which  establishes  mandatory 
criteria  for  providing  isolation  payments. 
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3.  Contact  the  Attorney  General's  Office  to  obtain 
assurance  that  the  criteria  established  conforms 
to  the  statutes. 

4.  Implement  a  systematic  review  and  evaluation  of 
the  contracts  submitted  by  the  school  districts 
to  assure  that  the  isolation  criteria  is  being 
followed. 

FINAL  COMMENTS 

We  have  reviewed  the  conments  and  recommendations  included  in  this 
report  with  the  State  Superintendent  of  Public  Instruction  and  appropriate 
personnel  on  her  staff.   We  wish  to  thank  the  superintendent  and  her  staff 
for  their  cooperation  and  assistance. 

Respectfully  submitted, 


/^<>**K7  C^^^<<<ttf^«2^ 


Morris  L.  Brusett 
Legislative  Auditor 


December  8,  1972 
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